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The belief that regions play a role in determining national economic development and that 
advantages are found at the local and regional level has been the focus of economic 
geography and development studies over the last 10 years. However, this issue has 
historically been dominated by economic perspectives, industrial firms, and public bodies. 
In recent years the social economy is starting to receive greater attention in creating 
regional advantage as well as ameliorating regional disadvantage. The social economy 
includes the impact of the third sector such as social enterprises. 
This paper proposes that understanding the role and function of social enterprise will 
enable a more nuanced understanding of the socio-economic aspects of regional 
development. Drawing upon Oliver’s (1997) framework for sustainable competitive 
advantage it is argued that this established management framework provides a valuable 
foundation for examining the organisational resources that social enterprise need to 
operate effectively  as well as the socio economic resources they produce for regional 
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Abstract 
 
The belief that regions play a role in determining national economic development and that 
advantages are found at the local and regional level has been the focus of economic geography 
and development studies over the last 10 years. However, this issue has historically been 
dominated by economic perspectives, industrial firms, and public bodies. In recent years the social 
economy is starting to receive greater attention in creating regional advantage as well as 
ameliorating regional disadvantage. The social economy includes the impact of the third sector 
such as social enterprises.  
 
This paper proposes that understanding the role and function of social enterprise will enable a 
more nuanced understanding of the socio-economic aspects of regional development. Drawing 
upon Oliver’s (1997) framework for sustainable competitive advantage it is argued that this 
established management framework provides a valuable foundation for examining  the 
organisational resources that social enterprise need to operate effectively, as well as the socio-
economic resources they produce for regional communities.  
 
Keywords 
Social enterprise, regional development, resource-based view, institutional theory 
 
Introduction  
 
It is widely acknowledged that regional areas in many developed countries face specific 
development challenges compared to their metropolitan counterparts (Amin, 1998; Onyx and 
Leonard, 2010). These include trends such as out-migration, population decline, withdrawal of 
services, and the collapse of social and cultural institutions (Duff and Tonts, 2000). Given that 
regional disparities in many developed countries are increasing, a more comprehensive 
understanding and approach to regional development is needed rather than the traditional public 
focus on regional competitiveness. Moreover, as a result of the recent global financial crisis, there 
have been greater calls for a wider understanding of regional development to include the third 
sector and the social economy. Rather than economic development and community development 
being viewed as two distinct concepts (Shaffer, Deller and Marcouiller, 2006), there is a shift towards 
considering the role of the social economy in ameliorating regional disadvantage. As noted by 
Borzaga and Tortia (2009, 219) ‘the theory of local development has up to now exclusively 
considered industrial firms and public bodies and not enough weight has been given to the 
intermediate area between these two extremes, namely, the social economy’.  
 
In view of these developments in the literature, this paper proposes that social enterprise can 
provide a context for examining both the social and economic aspects of regional developments 
given they generate financial as well as social capital, and hence bridge the divide between these 
two aspects of development. Social enterprise are organisations that (a) are led by an economic, 
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social, cultural or environmental mission consistent with a public or community benefit (b) trade to 
fulfil their mission (c) derive a substantial portion of their income from trade and (d) reinvest the 
majority of their profit/surplus in the fulfilment of their mission (Barraket, Collyer, O’Connor and 
Anderson,  2010). This paper suggests that drawing upon established theories, namely, the resource-
based-view (Barney, 1991) and institutional theory can guide research investigating the role of social 
enterprise in regional development and argues that, by doing so, a more holistic approach to 
regional development may be achieved. While there are various analyses of the value of social 
enterprises to date (Bull, 2008), with the exception of studies in Canada, there are surprisingly few 
that consider the role of these organisations in local development (Borzaga and Tortia, 2009). The 
pertinence of considering social enterprises in local development is their potential to address service 
provision shortcomings of the public and private sector. This is attributed to the social objective and 
multi-stakeholder approach of social enterprise which is usually embedded at the local level 
involving strong relationship ties (Borzaga and Tortia, 2009). However, there are limited empirical 
studies that explore the proposition that social enterprise may have a role in regional development. 
Moreover, it is unclear to what extent mainstream business practices and theories can be applied to 
the social enterprise sector. Thus, expressly examining this issue potentially provides the 
opportunity for knowledge progression in this area (Spear, Cornforth and Aiken, 2009).  
Conceptualising social enterprise within regional development literature which predominately 
focuses on economic competitiveness is the main concern of this paper.  
 
 
Regional Development Debates  
 
The importance of regions is centred on their ability to shape their own development in the face of 
increasing competition through social and institutional conditions (Amin, 1998). Over the last 10 
years the region has been understood within economic geography and regional development studies 
as central to economic organisation and political intervention (Mackinnon, Cumbers and Chapman, 
2002).  These studies have predominately been underpinned by the work of Krugman (1991) who 
proposes that regions play a role in determining the trading performance of a nation’s industries. As 
such regions need to produce goods and services with a comparative advantage in order to remain 
viable in markets increasingly subjected to national and international forces (Terluin, 2003). The 
belief that globalisation has undermined a nation’s ability to develop a coherent economic system 
and control investment flows has led to a plethora of economic models that seek to build financially 
sustainable and competitive regions. Territorial Innovation Models (TIM), the generic name for these 
models have dominated the regional development debate thus far. They include initiatives such as 
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innovative milieux, industrial districts, new industrial spaces, clusters and the learning region 
(Moulaert and Sekia, 2010), and characterise an endogenous approach to development focused on 
knowledge, learning and innovation as the key to economic development (Todtling and Trippl, 2005). 
This perspective has been at the forefront of academic and practitioner discussion around regional 
development and particularly gained popularity after the 1980s, when the exogenous development 
approach characterised by external state-driven policy did not result in sustainable economic 
development (Martin and Sunley, 1998). However, while regional development is typically 
associated with issues of economic efficiency, it is also fundamentally linked to questions of 
disparities and its socio-economic effects. The study of inequalities at the regional level positions 
regions at the centre of policy action in many countries, and therefore warrants rigorous conceptual 
and empirical research in order to understand how regions can be developed not only in the sense 
of economic efficiency but also in terms of spatial equality and a more balanced distribution of social 
services and resources (Capello and Nijkamp, 2009).  
 
The tendency to focus on economic policies risks oversight of the associated social issues. The 
popular government rhetoric on industrial upgrading and innovative cluster policy for example, is 
unsuitable and is likely to be unsuccessful in regions with high unemployment levels (Amin, 1998). 
Hence, rather than adopting a limited focus on economic initiatives, regions need to consider 
incorporating a social economy programme in order to improve regional economic competitiveness. 
Nonetheless, this is rarely addressed within regional development debates, with the focus being on 
economic models and theories, and little mention of the ‘social’ aspects of regional development. 
This shortcoming can be attributed to economic development and community development 
historically being considered as two distinct concepts. The social side of regional development tends 
to exist within the separate field of sociology and community development and, consequently, the 
social and the economic remain largely independent when examining regional development.  
 
While integrating the often dominant concerns of the economic with social welfare is challenging, 
there is increasing evidence of the role of the social economy in regional development (Barraket, 
2008). The social economy can be understood as ‘the impact of the third sector including nonprofits 
and cooperatives’ (Barraket and Crozier, 2008 p, 1). Central to these social economy and regional 
development debates is the concept of social capital which is ‘those features of social organisation, 
such as networks, norms, and trust that facilitate coordination and cooperation for mutual benefit’ 
(Putnam, 1993 p. 2). Social capital is found to have a significant positive effect on economic 
development within a particular region (Onyx and Leonard, 2010) and accounts for the more 
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intangible economies or ‘relational assets’ (Storper, 1995). However, there is a limited 
understanding of how the social economy builds social capital within the local development process 
(Evans and Syrett, 2007). One source may be social enterprises, a subset of the third sector, which 
are recognised to be effective builders of social capital (Evers and Schulze-Boeing, 2001). This 
proposition is attributed to the belief that social enterprises generate financial as well as social 
capital and therefore bridge the presumed divide between the social and economic aspects of 
development. Despite this view, to date, there are very few empirical studies that explore these 
arguments (Evers and Syrett, 2007) with the exception of Barraket and Archer (2009), Berkes and 
Davidson Hunt (2007), and Mawson (2010). This limitation within the literature highlights the need 
for a theoretical framework which enables an examination of both social and economic theories of 
development. At present there is little understanding of how social enterprise can be conceptualised 
within regional development studies and thus a theoretical framework is vital for progressing much 
needed knowledge in this area and moving beyond current assumptions that social enterprise 
automatically results in socio-economic development.   
 
 
Theoretical Framework  
 
In order to understand the role of social enterprises in regional development it is necessary to 
understand what resources they need to operate, how they operate, as well as the resources that 
they produce. Drawing upon established management and entreprenurship theory, it is argued that 
insitutional theory and the resource-based view (RBV) of the firm can  provide useful insights into 
social enterprise organisation and how they can potentially contribute to regional development. In 
particular, Oliver’s (1997) model for sustainable competitive advantage which combines the two 
perspectives of institutional theory and the RBV as a means of examining sustainable competitive 
advantage. Given that social enterprises are hybrid organisations that operate in both market and 
public spheres (Defourny and Nyssens, 2006), a combination of economic and institutional theory is 
a valuable lens through which to examine social enterprise activities.  
 
Oliver (1997) argues that a firm’s sustainable competitive advantage depends on its ability to 
manage both institutional captial and resource capital. While competitive advantage is usually 
referred to in terms of economic competitive advantage, in the context of social enterprise it can be 
considered not in the sense of improving economic competitive advantage but in organsing 
resources to maximise social advantage with resulting economic implications. The following sections 
examine the relevant forms of capital in Oliver’s model and considers these in the context of social 
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enterprise. These sections also outline how drawing upon the concept of social captial will allow for 
a more nuanced analysis of the ways in which insitutional capital may be maximised in the context of 
social enterprise operating in regional communities.  
 
Resource Capital 
Resource capital is defined as the valuable assets and competencies of the firm. The concept is 
drawn from the resource-based view of the firm which is traditionally used in strategic management 
and entrepreneurship literature to better understand the sources and processes of competitive 
advantage (Barney, 1991). The premise of the RBV is that a firm’s unique resources that are 
managed effectively produce products and services that lead to sustainable competitive advantage 
(Barney, 1991). These resources are characterised as being tangible or intangible. Tangible resources 
include financial sources, physical capital, human capital and organisational capital such as formal 
reporting structures and coordinating systems. Intangible resources include organisational styles, 
values, leadership, reputation and culture of the organisation. While social enterprise differs from 
private business in terms of mission and objectives, arguably as trading organisations they use 
similar resources and operational behaviours in order to fulfil their mission. Meyskens, Robb-Post, 
Stamp, Carsrud and Reynolds (2010) found empirical support for this view. Their unique study 
suggested that social enterprise may seek to employ similar strategies to achieve value in the same 
way as commercial or private ventures. Similarly, this paper proposes that the RBV is a valuable 
framework to allow an examination of how social enterprises acquire and use their resources. The 
RBV framework positions the organisation as resource seeking, in such a way that identifying and 
enabling key resources provides a firm with the potential for sustainable competitive advantage. In 
examining social enterprise, sustainable competitive advantage will be understood in the sense of 
maximising social value through the effective fulfilment of a social enterprise’s social mission and 
objectives.    
 
However, according to Oliver (1997), while the RBV provides important insights, it fails to examine 
the social context within which resource selection decisions are embedded. Further, it overlooks 
how this context may influence firm differences, as well as how firms make or fail to make resource 
choices which lead to economic advantages. In order to address this limitation, the framework 
proposed in this paper combines the RBV with new institutionalism in organisational theory. This 
concept is particularly important for examining the social enterprise context given that institutional 
theory is often drawn upon when examining the field of social enterprise and entrepreneurship (Dart, 
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2004; Nicholls, 2010). Institutional theory provides a theoretical perspective other than rational and 
economic models to explain social enterprise emergence, particularly, the central construct of 
legitimacy (Dart, 2004). As such, this theory is particularly relevant to social enterprises in terms of 
their social mission and objectives. 
 
Institutional Capital   
Institutional theory examines the role of social norms and values for social conformity that shape an 
organisation’s actions. The premise of institutional theory is that actions extend beyond economic 
decisions to social justification and obligation (Zukin and DiMaggio, 1990). The foundation of the 
institutional argument for organisations is that survival and success depend not only on the 
economic health of the organisation, but also the perceived legitimacy and appropriateness of their 
ideas, practices and structures (DiMaggio and Powell, 1983). Oliver (1997) draws upon this 
institutional perspective, arguing that the institutional context has a significant effect on resource 
selection and competitive advantage, and that these factors are influenced at the individual, firm 
and inter-firm level. The institutional context embodies rules, norms and beliefs that influence 
economic activity by defining or enforcing socially economic behaviour. How this context becomes 
institutionalised over time is of key interest to institutional theorists. For example, a manager’s 
norms and unconscious acceptance of traditions encapsulates the institutional context at the 
individual level. At the firm level, organisational culture, shared beliefs and firm politics influencing 
management are examples of institutionalised activity. Lastly at the inter-firm level, government 
pressures, firm alliances and expectations in society are some examples of institutional activity 
which define what is socially acceptable (Oliver, 1997).   
 
Within the context of social enterprise, Dart (2004) suggests that social enterprise seek moral 
legitimacy by focusing on their commercial characteristics over their capacity to create social value.  
In contrast, Barraket and Archer (2009) find that social enterprise has the potential to disrupt or 
reconfigure institutional practices to meet their own organisational needs and social objectives. 
Their online survey of local government staff in all 79 local government departments within Victoria, 
and in-depth interviewing with social enterprise practitioners and local government staff, found that 
citizen-led social enterprise influence institutional practices leading to adaptations of rules at the 
local level. Similarly Nicholls (2010) argues that given that the social enterprise field is emergent and 
lacks a well defined logic, social enterprise represents a special case with respect to legitimacy. He 
proposes reflexive isomorphism as a fourth type of isomorphic pressure and suggests that 
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organisations can shape the legitimacy of an emergent field of enquiry. While the focus of Nicholls 
study is on large organisations, it highlights the importance of considering an institutional 
perspective when examining social enterprise and their potential role in regional development. The 
institutional environment is arguably going to influence the decisions and actions of social enterprise 
in different ways to private business; particularly given social enterprise’s pre-paradigmatic status 
and dual focus on social and financial objectives.  Oliver (1997) suggests that institutional capital 
exists at the individual, manager and inter-firm level; identifying these sources of capital within a 
social enterprise context is vital for understanding how social enterprise can be organised for social 
advantage furthermore, how they can contribute to regional development. While Oliver (1997) 
outlines how firm decisions can be understood and further capitalised to improve competitive 
advantage, how this differs within a social enterprise context demands more attention.  
 
This paper argues that social capital may be an important additional source of capital within the 
social enterprise context particularly when examining networks as a form of institutional capital. 
Oliver (1997) notes that while her theoretical paper provides important insights into sustainable 
competitive advantage that combines both a resource and institutional perspective, future research 
efforts to identify sources of resource and institutional capital and the management of these 
resources are needed.  One particular line of inquiry for research is on organisational networks, 
which is emphasised in institutional theory as a potential source of complementary assets and 
therefore is suggested by Oliver (1997) as being a source of institutional capital. While the 
framework is useful for a general understanding of competitive advantage, it fails to provide insights 
into how networks may be a form of institutional capital and what aspects of networks are 
important for firms. 
 
In order to address this particular suggestion for further research, we propose the use of social 
capital as a means of understanding how networks are a potential source of institutional capital, and 
consequently, how this capital can be managed for sustainable competitive advantage. In adding the 
concept of social capital to Oliver’s (1997) framework, a more in-depth and nuanced understanding 
of the aspects of institutional capital will be achieved as it provides insights into the particular 
features of firm and inter-firm relationships that are valuable for managing institutional capital. 
Within the context of social enterprise, social capital has a part to play in understanding social 
enterprise activities and their potential contribution to communities, and thus, needs to be 
considered when examining social enterprise.  
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Social Capital  
The concept of social capital has attracted much academic interest and research over the past two 
decades (Lin, 2001). The concept has been used to explain numerous social phenomenon such as a 
source of social control (Coleman, 1988) family support (Hagan, MacMillan and Wheaton, 1996); and 
benefits through networks (Lin, 1999). Yet the diverse range of applications and varying levels of 
analysis have resulted in confusion around the meaning and outcomes of social capital (Portes, 
2000). While the core definition of social capital is generally agreed upon, there are two main 
focuses of social capital - one being around the individual and how they use and access resources 
embedded in social networks, and the other, at the group level, such as how groups develop social 
capital as a collective asset and how this benefits group members (Lin, Cook and Burt, 2001). For the 
purposes of definitional clarity, this paper draws upon the understanding of social capital articulated 
by Putnam (1993) and Coleman (1988) in which the focus is at the community level, whereby social 
capital is defined as ‘those features in social organisation, such as trust, norms and networks that 
can improve the efficiency of society by facilitating coordinated actions’ (Putnam, 1993 p, 35-36). It 
provides a framework for understanding the aspects of relationships that may contribute to 
institutional capital as proposed by Oliver (1997).  
 
Social capital is characterised by bonding and bridging social capital. According to Onyx and Bullen 
(2000), bonding capital is comprised of a number of interrelated factors including associational 
density within the community, participation in community life, shared values and trust. This form of 
capital is characterised by dense relationship ties and strong localised trust (Onyx and Bullen, 2000). 
In contrast, bridging capital refers to the extent that communities can utilise and draw upon external 
networks for expertise, ideas and resources (Leonard and Onyx, 2003). Bonding and bridging capital 
will facilitate a deeper analysis into how institutional capital is beneficial for social enterprise. This is 
particularly pertinent for examining social enterprise’s role in regional development as it assists with 
understanding how networks and community relationships are valuable and can be further 
maximised for social advantage.  
 
How firms organise their resources for sustainable competitive advantage potentially explains firm 
variation (Oliver, 1997).  In contrast to the RBV, which assumes that individuals make economically 
rational choices within the context of the firm, the institutional perspective implies that individuals 
are motivated to comply with social pressures and institutionalised activities. These include:  
1. Firms can be captives of their own history,  
2. Sunk costs can be cognitive rather than economic, 
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3. Cultural support for resource investment may be an important aspect of success,  
4. Firms may be unwilling rather than unable to imitate resources and capabilities especially 
when the resources lack legitimacy or social approval, and 
5. Social influences exerted on firms reduce the potential for firm heterogeneity.  
 
Oliver’s (1997) framework proposes that firms make rational decisions (as highlighted by the RBV of 
the firm), as well as decisions influenced by institutional activities at the individual, firm and inter-
firm level.  These two perspectives are combined to analyse how sustainable competitive advantage 
can be conceptualised to consider not only the resource decisions of firms but also the decisions 
which are influenced by its institutional environment. It is proposed that as well as ‘resource capital’, 
firms also possess ‘institutional capital’ which is defined as the ‘context surrounding resources and 
resource strategies that enhances or inhibits the optimal use of valued resource capital’ (Oliver, 
1997, p. 709). Examples or indicators of institutional capital include training programs, information 
technology, management development programs as well as inter-firm alliances that facilitate 
resource and knowledge sharing (Oliver, 1997), each of which is relevant to a social enterprise (or 
social business) context.  
 
Sustainable Competitive Advantage as a Foundation for Social Advantage  
 
Social enterprises require internal resources in the form of resource capital in order to fulfil their 
social objectives. However, as the institutional perspective suggests, highly valuable resources are of 
limited value without the organisational capability and/or institutional support to deploy them 
(Oliver, 1997). Figure 1 illustrates the process model of sustainable competitive advantage proposed 
by Oliver (1997), which includes both a RBV and institutional perspective. The following briefly 
explains the main components of the model and its influence on sustainable advantage, and  how 
the model can guide an analysis into social enterprise organisation within the context of regional 
development. An extension of Oliver’s (1997) model is then proposed in order to illustrate its 
applicability to the social enterprise sector and the potential social enterprise has for regional 
development.   
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FIGURE 1. Sustainable advantage: Determinants of the process (Oliver, 1997) 
 
 
 
 
 
 
 
 
 
 
 
 
 
Managerial Choice  
At the individual level, managers make resource selection decisions about what resources and 
capabilities to accumulate or utilise. The difference among firms in the resources they select and 
deploy generates firm heterogeneity, which is defined as ‘relatively durable differences in strategy 
and structure across firms in the same industry that tend to produce economic rents and a 
sustainable competitive advantage’ (Oliver, 1997, p. 703). The factors that affect managerial choice 
include rational choices (informed by the RBV) and normative choices (informed by an institutional 
perspective). The RBV assumes that managers make rational choices that are systematic, deliberate 
and orientated toward economic goals, whereas the institutional perspective suggests that 
managers make normative decisions based on social judgement and force of habit. It is suggested 
that normative decisions have the potential to result in sub-optimal resource choices and that 
management of normative rationality is an important source of competitive advantage. This concept 
of managerial choice has important implications for understanding the resource selection decisions 
made by social enterprise managers. How optimal resource decisions can be made in order to build 
competitive advantage so that social enterprise can more effectively fulfil their social objectives in 
regional communities can be guided by the concept of managerial choice. We suggest that not only 
can this concept be used in the sense of resource decisions within the firm but also how resources or 
services are distributed within the community.  
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Resource Selection  
At the firm level, the social context of resource decisions also affects the way in which resources are 
selected and utilised. This is described through the term ‘isolating mechanisms’, which according to 
the RBV, are features of resources that prevent other firms from obtaining or replicating them (e.g.  
skills and knowledge that are tacit and unique). Strategic factors that influence resource selection 
according to the RBV, are inabilities to acquire or imitate resources. According to the model, 
institutional isolating mechanisms also have an impact on resource selection at the firm level. This 
notion is characterised by a firm’s unwillingness to acquire or imitate resources and explains 
situations where an accessible resource or capability that would support a competitive advantage is 
refused because of prevailing cultural norms or political interests. Oliver (1997) suggests that a key 
implication of this concept is that competitive advantage will depend on a firm’s ability to generate 
political and cultural support within the firm and is mostly likely to occur when employee and 
management relations are characterised by trust. These notions are particularly relevant to social 
enterprises as they form to address social objectives, but rely on support from various stakeholders 
in order to continue and grow their operations.  Hence, we anticipate that social capital will assist in 
understanding how institutional factors such as networks are valuable for social enterprise and 
therefore it is included in our extended model. Understanding this within the context of social 
enterprise is important for delineating how social enterprise can make resource decisions that 
confer sustainable advantage so that they can better contribute to their communities.   
 
Firm Heterogeneity 
At the inter-firm level, while the RBV focuses on firm heterogeneity as a source of competitive 
advantage, from an institutional perspective the focus is on homogeneity of organisations. Firm 
homogeneity is often attributed to isomorphic pressures in which influences for conformity exerted 
on firms by external factors such as government and professional associations define socially 
acceptable economic behaviour (DiMaggio and Powell, 1983). According to Oliver (1997) there are 
five main sources of firm homogeneity which reflect firms as being embedded in social and 
economic relationships. These include, regulatory pressures, strategic alliances, human capital 
transfers, social and professional relations, and competency blueprints. It is suggested that even if 
firms have the ability for differential rents through firm heterogeneity, these are affected by the 
regulatory and inter-firm contexts, which determine the magnitude of these differences. Social 
enterprise undoubtedly faces a number of isomorphic pressures which will influence decision 
making and firm operation.  Identifying these pressures within the context of social enterprise is 
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important for understanding how social enterprise can draw upon institutional support or influence 
institutional arrangements to improve their operations. Barraket and Archer (2009) suggest that 
social enterprise may in fact have a role to play in influencing institutional arrangements at the local 
level. The concept of firm heterogeneity is therefore worthwhile exploring within the context of 
social enterprise organisations and regional development.  
 
Sustainable Social Advantage and Regional Development  
 
The firm processes suggested by Oliver (1997) provide a useful foundation for examining social 
enterprise and how they can be best organised for creating social advantage. The following diagram 
illustrates the applicability of Oliver’s model to the social enterprise context, and through extending 
the model to also include firm outputs, it considers a potential role for social enterprise in regional 
development.  
 
FIGURE 2. Sustainable  advantage for social advantage and regional development: Determinants of 
the process (adapted from Oliver, 1997).  
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According to Oliver (1997), a firm has a number of strategic and institutional pressures at the 
individual, firm and inter-firm level which explain firm heterogeneity and economic rents. The way in 
which the RBV and institutional insights can be harnessed for competitive advantage is through 
understanding resource and institutional capital. These forms of capital are complementary sources 
of competitive advantage and firms require the presence of both. The proposed adapted model 
suggests that social enterprise that are able to create both resource and institutional capital, and 
therefore a sustainable advantage, will be better able to deliver their social mission thus creating 
social and economic benefits for regional communities.  These benefits may be in the form of 
resource, institutional, or social capital, however further research is needed to explore these 
propositions. Our extended model also responds to Oliver’s (1997) call for more research into the 
sources of resource and institutional capital and how they can be managed appropriately for 
competitive advantage. We suggest that networks are a potential source of institutional capital and 
that the concept of social capital can help explain the value and management of institutional capital 
in order for firms to incur create sustainable advantage. The concept of social capital is also 
pertinent for understanding the outputs of social enterprise for their community as illustrated in the 
output section of the diagram. This is important to consider given the large number of studies 
suggesting social capital is a resultant benefit of social enterprise activities (Evans and Syrett, 2007; 
Teasdale, 2009).  
 
Overall, this extended model provides a useful theoretical framework to guide an examination of 
resources both inside and outside the firm, which is consistent with the focus on social enterprise 
organisation and the multi-resource nature of social enterprises. Drawing upon paid and unpaid 
workers, earned income and other forms of financial support to fulfil their mission (Gardin, 2006; 
Barraket et al, 2010), the multi-resource nature of social enterprises differs from private 
organisations, and therefore it is important to draw upon these resource and institutional constructs 
in order to understand the inputs of social enterprise that help them achieve their goals. 
Understanding managerial choice, resource selection and firm heterogeneity within the context of 
social enterprise will enhance our current understanding of social enterprise in regional areas. The 
concepts proposed can guide an examination into how to improve the internal organisation of social 
enterprise as well as external institutional supports. Articulating the resource and institutional 
pressures that social enterprise face in regional areas will improve our understanding of how social 
enterprise can best be organised and supported for increased efficiency. The proposed framework is 
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also important for examining how social enterprise can potentially contribute to regional 
development both socially and economically.  
 
Concluding Remarks  
 
This paper highlights the need for a greater understanding of the role of the social economy in 
regional development, in particular the role of social enterprise. It proposes that this can be 
achieved by utilising Oliver’s (1997) framework for economic competitive advantage, but in the 
sense of improving firm operation for social advantage. It further suggests that social capital can 
assist in explaining the importance of Oliver’s concept of institutional capital. Peattie and Morely 
(2007) argue for the need to progress social enterprise literature by the effective transfer of 
knowledge from mainstream business literature. In view of this, this paper has illustrated that 
drawing upon established management theories such as the RBV and institutional theory may 
demonstrate where business principals typically assocated with the private sector converge and 
diverge when examining social enterprise. While it can be assumed that private business is focused 
on profit-maximisation and therefore has little reassonance with social enterprise, it is suggested 
that Oliver’s (1997) framework of resource and institutional capital traditionally employed in the for-
profit context, is a valuable lens for examining social enterprise.  
 
Our extended model proposes ways to examine organisational effectiveness within the context of 
social enterprise to better understand how they contribute to socio-economic development.  
However, more empirical research is needed to explore these propositions and extend our current 
knowledge on the management of social enterprise and its effects. A greater understanding of the 
management of social enterprise and their potential contribution to regional communities will also 
progress much needed research into socio-economic regional development. It has been suggested 
that social enterprise may play an important role in endogenous regional development that delivers 
both social and economic outcomes. However, social enterprise resource needs, management, and 
institutional support structures that are necessary for them to operate effectively, are not clear. 
Given that social enterprise is a nascent field of enquiry, there is a limited understanding of their 
unique resource and institutional requirements, particularly within regional communities. This area 
of inquiry warrants further investigation and has important implications for the social economy, 
endogenous regional development debates, and regional communities that are facing social and 
economic challenges around the world.   
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